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FRENCH ECONOMIC INDICATORS 


1977 1978  19791/ $ Change From 
Previous Year 


In Billions of 1978 Dollars 2/ Unless Otherwise Indicated 

INCOME, PRODUCTION, EMPLOYMENT 
Gross Domestic Product 407.6 462. 523.6 
GDP at Constant (1970) Prices 223.4 230. 237.8 
Per Capita GDP (Dollars) 7,680 R, 680 9,780 
Per Capita GDP (1970 Dollars)2/ 3,520 3,640 3,740 
Gross Capital Formation ex Housing 6l. 67. 76. 
Gross Capital Formation ex Housing 

(1970 Dollars) 28. 28. 29. 
Disposable Income 304. 346. 386. 
Disposable Income per Capita (Dollars) 5,730 6,500 ~ 7,230 
Industrial Production3/ (1970=100) (12/78) 122 132 132 
Labor Productivity 4/ (2 Change) +3; +3. 
Unemployment Rate (12/78) 5 5. 
Labor Force (Millions) 22 22 
Average Industrial Wage (% Change) 2s a2. 


MONEY AND PRICES 

Money Supply (12/78) 217. 
Bond Interest Rate (12/78) 9. 
Wholesale Price (1962=100) (12/78) 234. 
Retail Price (1970=100) (12/78) 


TRADE AND BALANCE OF PAYMENTS First 


Exports FOB £ * 5 het 416.8 
Imports FOB z z Baer +18.4 
B/P Current Account Balance 3/ : 5 ed art 

Gold and Foreign Exchange Reserves ¥ ‘ <0: 47/31) 

US Share of Import (CIF) a . 56° (7781) 

US Share of French Exports (FOB) ; : «0 

Book Value of Investment : 


FOOTNOTES : 

1/ The 1979 National Account figures are estimates for the full year. 

2/ In order to assure comparability, franc figures for GNP, Investment and Money Supply 
for all years have been converted into dollars at 4.60F per dollar. The rate usea 
for 1970 dollars is 5.50F of 1970 per dollar of 1970. Figures in the balance of 
payments sections have been converted from francs into dollars at the rates prevailing 
during the period in question. 

3/ Not including construction. 

4/ Labor productivity outside the farm and financial sectors 

5/ Reserve components are revalued every six months by the French Government; therefore, per- 
centage comparisons with previous years are meaningless. 





The OPEC oil price increases since December 1978 have 
prevented the French economy from growing more rapidly 
than it has. Growth had picked up in the second half 

of 1978. The higher import bill in 1979 and 1980, which 
was a result of these OPEC oil price increases, will 
deplete most of the cuyrent account surplus achieved 
last year and accelerate inflation. GDP growth in 1979 
is expected to be no more than 3 percent and 2.5 percent 
in 1980. Inflation will rise from 9.7 percent in 1978 
to 11-11.5 percent in 1979. 


Growth prospects for French industry this year are mixed. 
Aviation and automobiles are expected to do very well. 
Transportation and textiles have improved somewhat, but 
chemicals, construction machinery and steel continue to 
stagnate. 


U.S. exports to Franch grew 12 percent in 1978 and 26 
percent in the first half of 1979. The most promising 
areas are computers and peripheral equipment, electronic 
components, laboratory instruments, business and aviation 
equipment, and sportswear and leisure goods. 





A. Current Economic Situation and Trends 


More Pessimistic Outlook for 1979 and 1980. In contrast to 
the outlook at the beginning of this year, the French 
economy is not expected to grow as fast. As with most 
other industrialized countries, the direct and indirect 
effects of the new series of oil price increases have 
significantly dampened the anticipated outlook in France 
for both 1979 and 1980. In early 1979, Prime Minister 
Barre's economic stabilization program, instituted in 
September 1976, had been producing results: a substantial surplus of 
the balance of payments in 1978 and the first half of this 
year, stabilization of the franc and some reduction in the 
rate of inflation, all preconditions for more rapid 

growth in the future. 


It now appears that 1979 growth will again be around 3 
percent, roughly the same level as the previous 2 years. 
The problem is that France's rapid productivity growth 

and relatively numerous entrants into the labor force 
require a growth rate of at least 4 percent to reduce 
unemployment. This contrasts with forecasts of 3.5 percent 
made early in 1979 and the government's announced target 

of 3.7 percent, Which is accompanied by rising unemployment 
and inflation. The full effects of the oil price increases 
will only be felt in 1980 and, as with most other countries, 
the French economy will suffer both in terms of effects on 
domestic markets and diminished demand in its major export 
markets. Prime Minister Barre is basing his 1980 budget 

on a growth rate of 2.5 percent, but this rate is 

probably optimistic unless additional expansionary measures 
are taken next year. 


Barre Stabilization Plan: Mixed Results and the OPEC Effect. 
Through a combination of wage, fiscal and monetary measures, 
Prime Minister Barre's three-year old stabilization plan 
has aimed at curbing domestic demand to reduce the external 
deficit and inflationary pressures and thereby strengthen 
the franc. On several counts this program has been 
successful. The balance of payments had a trade surplus of 
FF 3.1 billion (F.0O.B.-F.0.B.) in 1978, after posting 
deficits of FF 22 billion in 1976 and FF 15 billion in 1977, 
while on current account France had a 1978 FF 16.9 billion 
surplus compared to FF 15 billion deficit in 1977. This 
surplus has cushioned the impact of a significantly 
increased energy import bill in 1979. It is largely because 
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of the increase in’ energy prices that the prospect is 

now for a trade deficit in 1979, which the Foreign 

Trade Minister has predicted will be around FF 10 billion, 
although France should maintain the current account in 
small surplus. 


By the end of 1978, the franc had appreciated 16 percent 
against the dollar from its lowest point in 1976. Since 
that time, largely because of the new currency relationships 
brought about by the new European Monetary System, the franc 
has shared a close and stable relationship with the deutsche 
mark through a combination of interest rate and intervention 
policies. 


The result of accepting the balance-of-payments restraint 
has been a rate of growth considerably below the post-war 
trend and a significant and rapidly rising rate of 
unemployment. Unemployment has become the key political 
issue having risen from 4.5 percent at the end of 1976 

and moving to what may be a 7 percent rate by the end of 
1979. At the same time, prices, which began to fall in 

late 1978 and early 1979 after remaining in the 9-10 percent 
range for the past 3 years, were boosted upward by oil prices 
in 1979. As a result, the cost of living will probably 

rise 11 - 11.5 percent over the course of 1979. 


Prospects for the Next Twelve Months. The full effects of 

the oil price increases on the French economy will be felt 
over the next 12 months, with the likelihood of lower growth, 
increasing unemployment, higher inflation and rising trade 
deficits. Both President Giscard d'Estaing and Prime Minister 
Barre have indicated that they intend to continue the policy 
of placing priority on balance of payments equilibrium and 

a stable franc. 


Export growth will weaken due to the forecasts of lower 
growth in 1980 for Germany and France's other major trading 
partners. The terms of trade gains that France had enjoyed 
through the first half of 1979 are expected to deteriorate 
as the more recent oil price increases are reflected in unit 
values. However, import volume aside from energy should 
decrease due to slower economic growth and somewhat offset 
cost of oil imports. Overall, the trade balance has shifted 
markedly from a small first-half surplus into the expected 
deficit for the year with that trend continuing in 1980. 





The current account is running in the same direction, 
but an overall surplus for 1979 is apparent, perhaps 
followed by only a small deficit in 1980. 


In addition to unemployment, the economy is likely to face 
higher inflation. Prime Minister Barre again intends to 
take a firm line on wage increases, but the unions have 
already announced they will be fighting for higher wage 
increases than in the recent past. 


Great Diversity in Performance by Sector. Slower than 
expected growth in the first half of 1979 foreshadows 


another disappointing year for many French industries. 
Performance varies widely among sectors, however, with 
continuing strong growth for automobiles and aviation, 

a modest recovery in transportation and textiles, 
continued stagnation in chemicals, construction machinery 
and steel and continuing bad results for shipbuilding. 


The French aeronautics industry continues to expect a 
strong 1979 performance with sales volume increasing 

8 percent (largely due to export growth) following an 
increase of 5 percent in 1978. Strong growth is also 
expected in automobile production. The government's 
statistical office, INSEE, predicts that, despite the 69 
percent of French households that already own automobiles (18 
percent with two or more), domestic demand for new cars 
will be up 5 percent this year. Foreign demand is also 
strong with orders up 5 percent during the first five 
months of 1979 compared with 1978. Production in May 
(14,000 cars) was 5 percent over May 1978 and up 3 percent 
during the first five months of 1979 over the same period 
last year. 


The transportation sector has had a strong first quarter 
partially due to large scale industrial restocking. The 
volume of merchandise traffic in trucking was up to 8 to 

9 percent over the first quarter last year. Rail transport 
during the first three months was 5 percent greater than 
during the first quarter of 1978. 


After a poor, no-growth performance in 1978 the textile 
industry has enjoyed moderate improvement during the first 
half of 1979. Production through May was 5 percent above 

1978 levels. Exports for the first four months were 12 
percent higher than in 1978. However, imports for the first 
four months increased 23 percent over the first four months 

of last year and this increase was accompanied by a 43 percent 
increase in imports of apparel. 
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Chemical production during the first quarter was down 1 
percent compared to the previous quarter but 4 percent 
above the first quarter of 1978. Orders have been 
relatively strong and stocks are fairly low. The stable 
performance seems to persist throughout the industry with 
fair-to-good prospects for the year for plastics, 
pharmaceuticals, rubber, paints and fertilizers. The 
industry continues, however, to suffer large excess 
Capacity due to production declines in previous years. 


Work completed in construction and public works during the 
first half of 1979 was 4 1/2 percent less than during the 
first 6 months of 1978. However, the almost 2 percent 
increase in orders over 1978 gives the industry a reason 
to be optimistic about the rest of the year. The recently 
announced government program to stimulate construction is 
unlikely to have a major impact on the industry until 1980. 


The electrical machinery industry had a disappointing 
first half. Orders which were off 25 percent in April 
compared to 1978 picked up in recent months but production 
is expected to remain stagnant through the fall. 
Competition is heavy and producers have not been able to 
pass through cost increases. It appears unlikely that 

the industry will be able to realize the 4 percent growth 
hoped for at the beginning of the year. Growth in 1978 
was only 1.5 percent compared with annual increases of 

10 percent during the early 1970s. 


After a 1 percent decline in production in 1978, the 
machinery industry expects at best a 2 percent recovery 
in 1978. Even that "optimistic" prediction might require 
a reduction in industry employment of 2 percent following 
a 10 percent decline last year. 


In spite of a decline in steel production during the first 
half caused mainly by strikes, production should rise over 
the next 6 months with the possibility of a slight increase 
in annual production over the 1978 level. The major 
recession in the shipbuilding industry continues, following 
a 20 percent decline in activity last year. 


Agriculture. First official forecasts for 1979 show 
agricultural production increases of 2 - 2.5 percent, as 
compared to the recent 6 percent increase in 1978. In 





agricultural trade, there was a surplus for the first 
half of 1979 of FF 3.8 billion. The excellent 
performance for 1979, however, is largely due to sales 
of the 1978 grain crop. 


Trade Policy. The Barre government, while basically 
committed to a liberal world trading system, has also 
called for "orderly trade growth," particularly in LDC 
exports of manufactures. In the face of depressed 
industrial sectors suffering from severe import 
competition (textiles, steel and shipbuilding), the 
French government has taken countermeasures, generally 
in concert with the European Economic Community. On 
the other hand, the overall economic strategy of the 
Barre government involves an increasingly competitive 
economy and solid growth for both imports and exports. 


Investment Climate. The present French government is 
fairly open to foreign investment, particularly 
investment in depressed or less developed geographical 
areas where job creation is desired. Investment 
incentives are even available in such cases. Investment 
is closely watched in a few "strategic" sectors where 
the government is trying to foster an indigenous French 
capability. 


B. Implications for the United States - Exports 


U.S. exports to France in 1978 were 26.9 billion francs, 
12 percent higher than in 1977. Growth in U.S. exports 
accelerated rapidly during the first half of 1979, 
reaching 16.9 billion francs at the end of June. This 
rate was 26 percent higher than the 13.4 billion franc 
level for the first half of 1978. 


U.S. manufactured exports are concentrated in intermediate 
and investment goods. Demand for U.S. products should 
remain strong, although investment and growth will not 
reach the levels earlier expected. Many U.S. exports, 
especially high technology products, help fill structural 
gaps in French industrial capabilities. U.S. exports also 
respond to strong consumer demand for particular items. 
U.S. exports of all goods will continue to benefit from the 
past depreciation of the dollar against the franc and the 





currencies of other major competitors. The following 
product categories are representative of areas where exports 
should do especially well. 


-- Computers and Peripheral Equipment. In 1977, French 
imports of computers were over $900 million with the U.S. 
share at 41 percent. U.S. exports in 1978 were over 

$400 million, an increase of 21 percent over 1977. 
Installation of computers is forecast to increase at an 
annual rate of 25 percent in number and about 15 percent 
in value over the next 5 years. 


--Electronic Components. A recent market survey on 
electronic components predicted that the French market would 
increase at an 8 percent annual rate between 1977 and 1981. 
In 1978, U.S. exports to France of advanced electronic 
components was $85 million, an increase of 37 percent over 
1977. Although the French government is trying to develop 
French capabilities in advanced components, U.S. firms 
should continue to find a strong market for products based 
on new developments. 


--Laboratory Instruments. U.S. exports to Franch of 
laboratory instruments was $76 million in 1978, 47 percent 
above the level in 1977. Twenty percent rates of growth 

have been common for the past 5 years. The French market 

is largely dependent upon imports, especially imports of 

high technology instruments. Demand for imported instruments 
should increase as the French increase their research and 
development efforts and they begin concentrating on purchasing 
instruments of advanced design. 


In addition to the above products, the Embassy has recently 
identified other strong export prospects. These include 
business equipment, aviation and avionics equipment, 

health care equipment, process control instruments, pumps 

and compressors, sportswear and leisure goods, graphic arts 
equipment, power tools and automobile accessories and 
equipment. This list does not exhaust the good possibilities 
for U.S. exports to France. 
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Regional Marketing Managers 


Commercial and economic information on most trading part- Area 


ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Regional Marketing Manager is responsible for the areas 
listed below. Assistance or information about marketing in 
these countries may be obtained by dialing these key people 
directly: 202-377 plus the given extension. 


Area 


Africa 


(except Algeria, Egypt, Libya, Morocco and 
Tunisia—see Near East Listing below) 


Canada 
Eastern Europe 


Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic Countries 


Far East 


Extension 


East Asia, Taiwan, Australia, and 


New Zealand 


: Latin America 
Extension 


Southeast Asia and Sub continent 
Japan, Korea and Hong Kong 


Andean and Caribbean countries 


Brazil and River Plate countries 


Near East 


Mexico and Central America countries 


Egypt, Iran and Israel 

Algeria, Libya, Morocco and Tunisia 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yeman, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


USSR 


Spain, Portugal, Switzerland and Yugoslavia 


United Kingdom 


People’s Republic of China 


Commerce District Offices 


Albuquerque. 87102, 505 Marquette 
Ave. NW., Rm. 1015 (505) 766-2386. 
Anchorage, 99513, P.O. Box 32, 
701 C St. (907) 271-5041. 

Atlanta, 30309, Suite 600, 1365 
Peachtree St., NE. (404) 881-7000. 
Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 

Birmingham, 35205, Suite 200-20i, 
908 S. 20th St. (205) 254-1331. 
Boston, 02116, 10th Floor, 441 
Stuart St. (617) 223-2312. 

Buffalo, 14202, 1312 Federal Bldg., 
111 W. Huron St. (716) 846-4191. 
Charleston, W. Va., 25301, 3000 New 
Federal Office Bldg., 500 Quarrier 
St. (304) 343-6181, Ext. 375. 
Cheyenne, 82001, 6022 O’Mahoney 
Federal Center, 2120 Capitol Ave. 
(307) 778-2220, Ext. 2151. 

Chicago, 60603, Room 1406, Mid- 
Continental Plaza Bldg., 55 E. Mon- 
roe St. (312) 353-4450. 

Cincinnati, 45202, 10504 Fed. Bldg., 
550 Main St. (513) 684-2944, 
Cleveland, 44114, Room 600, 666 
Euclid Ave. (216) 522-4750. 
Columbia, S.C., 29204, Forest Center, 
2611 Forest Dr. (803) 765-5354. 
Dallas, 75242, Room 7A5, 1100 
Commerce St. (214) 749-1515. 
Denver, 80202, Room 165, New Cus- 
tom House, 19th and Stout Sts. (303) 
837-3246. 


Des Moines, 50309, 817 Federal 
Bidg., 210 Walnut St. (515) 284-4222. 
Detroit, 48226, 445 Federal Bldg., 
231 W. Lafayette (313) 226-3650. 
Greensboro, N.C., 27402, 203 Fed- 
eral Bldg., W. Market St., P.O. Box 
1950. (919) 378-5345. 

Hartford, 06103, Room 610-B, Fed. 
Bldg., 450 Main St. (203) 244-3530. 
Honolulu, 96850, 4106 Federal Bldg., 
300 Ala Moana Blvd., P.O. Box 
50026 (808) 546-8694. 

Houston, 77002, 2625 Federal Bldg., 
515 Rusk Ave. (713) 226-4231. 
Indianapolis, 46204, 357 U.S. Court- 
House & Federal Office Bldg., 46 E. 
Ohio St. (317) 269-6214. 

Los Angeles, 90049, Rm. 800, 11777 
San Vicente Blvd. (213) 824-7591. 
Memphis, 38103, Room 710, 147 
Jefferson Ave. (901) 521-3213. 
Miami, 33130, Rm. 821, City Na- 
tional Bank Bldg., 25 W. Flagler St. 
(305) 350-5267. 

Milwaukee, 53202, 605 Federal Of- 
fice Bldg., 517 E. Wisconsin Ave. 
(414) 291-3473. 


Minneapolis, 55401, 218 Federal 
Bldg., 110 S. 4th St. (612) 725-2133. 
New Orleans, 70130, Room 432, In- 
ternational Trade Mart, 2 Canal St. 
(504) 589-6546. 


New York, 10007, 37th Floor, Fed- 


eral Office Bldg., 26 Federal Plaza, 
Foley Sq. (212) 264-0634. 


Newark, 07102, Gateway Bldg. (4th 
floor) Market St. & Penn Plaza 
(201) 645-6214. 

Omaha, 68102, 1815 Capitol Ave., 
Suite 703A (402) 221-3665. 
Philadelphia, 19106, 9448 Federal 
Bldg., 600 Arch St. (215) 597-2850. 


Phoenix, 85073, 2950 Valley Bank 
Center, 201 N. Central Ave. (602) 
261-3285. 

Pittsburgh, 1 2002 Fed. Bldg., 
1000 Liberty Ave. (412) 644~2850. 


Portland, Ore., 97204, Room 618, 
1220 S.W. 3rd Ave. (503) 221-3001. 
Reno, Nev., 89503, 777 W. 2nd St., 
Room 120. (702) 784~-5203. 


Richmond, 23240, 8010 Federal Bldg., 
400 N. 8th St. (804) 782-2246. 


St. Louis, 63105, 120 S. Central Ave. 
(314) 425-3302. 

Salt Lake City, 84138, 1203 Federal 
Bldg., 125 S. State St. (801) 524-5116. 


San Francisco, 94102, Federal Bldg., 
Box 36013, 450 Golden Gate Ave., 
(415) 556-5860. 

San Juan, P.R., 00918, Room 659, 
Federal Bldg.. Chardon Ave. (809) 
753-4555. 

Savannah, 31402, 222 U.S. Court- 
house. P.O. Box 9746, 125-29 Bull 
St. (912) 232-4321, Ext. 204. 


Seattle, 98109, 706 Lake Union 
Bldg., 1700 Westlake Ave. North (206) 
442-5615. 





TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


ayy ¢ say Take a look at the country’s 
foreign trade 
TOUR OF foreign investment 
finances 
POTENTIAL on 
basic economic facilities 
ei natural resources 
MAR population 
RES SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 
VIEW other special reports such as: 


e Appraisal of China’s Foreign Trade Policy 
BU e Basic Data on the Economy of the Soviet Union 

e A Business Guide to European Common Market 

e A Guide to End Users and Research Organizations 
REPORTS ge 


e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 
the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Commerce, Washington, D.C. 20230.) 
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